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Introduction
In all OECD countries higher education is financed by a mix of public contributions (i.e. income taxes levied on labor income) and private contributions (i.e. tuition fees paid by students). Often the public share clearly dominates. However, within the last two decades almost half of the countries have introduced or increased tuition fees. In the same period international student mobility rose rapidly. Whereas in 1990 1.3 million students were enrolled outside their country of citizenship worldwide, this number was 60% higher in 2000 and increased more than threefold until 2010 when more than 4.1 million students were internationally mobile (OECD 2013) . The aim of this paper is, first, to investigate whether and how the mobility of students and graduates affects governmental decisions about the financial regime of higher education and, second, to study other possible determinants of this choice.
In tertiary education systems that are partly publicly funded, there are two possible causal relationships between student mobility and the financing of higher education. First it may be that students react to the institutional framework of higher education. It is likely that the migration decision of students is affected by cost considerations. Students take the extent of private contributions, i.e. tuition fees, into account. While comparably high public contributions may attract students from abroad, high tuition fees can prevent young people from studying in a foreign country. There is some empirical evidence in favor of this hypothesis even though the results are not fully clear-cut (e.g. Beine et al. 2014; Dwenger et al. 2012 , Bruckmeier et al. 2013 .
This motivates us to analyze whether the second causal link -namely that student mobility induces changes in governmental policies -may (additionally) exist. This relationship is built on the following theoretical ideas: In tertiary education systems that are partly publicly funded, the country that provides or "produces" human capital has to pay for higher education by levying income taxes on the labor force. Hence, the production principle applies (Gérard 2007) . If students of one (home) country obtain tertiary education in another (host) country the labor force of the host country partly bears their education costs. Very likely not all students will later pay for their education (via taxes) especially if they leave the country after graduation. One country then free rides on the education system of another country. If there is a considerably large share of (domestic or foreign) students that move abroad after graduation, this places a heavy financial burden on their former host country. Consequently, one may expect that different mobility patterns of students and graduates affect the financing structure of higher education. Increasing student mobility and a comparably low stay rate may force a government to shift the financing more towards private contributions if it aims at a sustainable financing system of tertiary education (Demange et al. 2014) .
Additionally this idea is motivated by the current political debate on whether and how to react to the considerably large inflow of foreign students in some OECD countries. As governments cannot be sure that all foreign students will stay in the host country after graduation, a possible way to reduce the costs of their education could be to impose fees on foreign students. However, this is not an option for all host countries. EU-countries cannot charge different fees from domestic students and foreign EU-citizen students as this violates the non-discrimination principle. But there are no such restrictions with respect to students from non-EU countries. Within the last decade more and more EU countries decided to charge (higher) tuition fees from foreign non-EU students. E.g. Denmark and
Ireland charge no tuition fees for domestic students but up to 16.000 Euro and 36.000
Euro per year, respectively, from non-EU foreigners (OECD 2012) . Similarly in 2012, the Finish parliament agreed to increase tuition fees for non-EU students on the grounds that Finish taxpayers are not willing to educate workers for the non-EU Anglo-Saxon countries' economies. By contrast the law's opponents argued that being able to attract international students is an advantage since Finland is such a small country (European Commission 2012a). On the contrary, Germany and France do not react to the inflow by demanding a larger private contribution from those students they can discriminate against. As the anecdotal evidence is mixed, an empirical analysis is needed for a more comprehensive picture.
The paper is organized as follows. Section 2 reviews the relevant empirical literature.
Section 3 presents the data of the regression analysis combined with some descriptive statistics. Key data capture the private expenditure share and the share of foreign students among all students in a country. Section 4 presents the estimation strategy that is used to estimate whether student and graduate mobility affects the financing of higher education.
The results of our benchmark regression and robustness checks are provided in Section 5. Section 6 concludes.
Related empirical literature
Our paper combines two strands of empirical literature. First we complement the "student mobility"-literature by investigating if student and graduate mobility induces changes in governmental policies about the financial regime of higher education. Since there are various additional factors that determine the financing of higher education we will also refer to the "education spending"-literature that analyzes the socio-economic, political and institutional determinants of overall and tertiary public or private education spending.
So far the "student mobility"-literature concentrated on the question whether the financing structure, i.e. the amount of fees, is a determinant of student mobility, mostly taking micro data of one country. Hübner (2012) analyzes if the introduction of tuition fees in some but not all German federal states determines enrollment probabilities in Germany. By the use of this natural experiment he finds a significantly reduced probability of enrollment in those federal states that charge tuition fees. Similarly Bruckmeier et al. (2013) investigate the effects of tuition fees on enrollment of first-year students at German public universities taking the distance between a fee-imposing university and the nearest fee-free alternative into account. They conclude that there is a decrease in enrollment at universities that impose tuition fees and that are located close to fee-free universities. This decrease is twice as large as the decrease at universities that are located comparably far away from the next fee-free university. Beine et al. (2014) aim at identifying the most important factors of student mobility in a framework of student migration to 14 OECD countries between 2004 and 2007. Contrary to Hübner (2012) and Bruckmeier et al. (2013) they find a significant positive effect between fees and student immigration. Since it does not seem very plausible that students prefer higher fees to lower fees when universities are otherwise identical, Beine et al. (2014) interpret fees as a signal of quality.
These -somewhat -ambiguous results point towards the possibility of a (second) causal effect. Additionally to students reacting to the financing structure of higher education, a larger mobility of students (and graduates) may lead to higher private contributions for higher education. The first part of our analysis focuses on this.
As to the "education-spending"-literature, to our knowledge, there are no studies about the determinants of the public-private financing share of higher education finance. The literature investigates overall and tertiary (public or private) education spending and the economic, institutional, political and socio-economic factors contributing to it.
Regarding the economic factors, there is some evidence in the literature that GDP per capita, representing the level of economic development, is positively associated with public education spending as a percentage of GDP (Busemeyer 2007) . Tandberg (2010) , however, whose interest is in the determinants of state spending on higher education relative to total state spending in the US, finds a negative significant relationship between the gross state product per capita and relative state spending on higher education. Although Wagner's law suggests that there is a positive relationship between economic development and public spending, a possible interpretation may be that there are relatively larger investments in other public areas (e.g. health care) as economies grow (Tandberg 2010) . When looking at the change of per capita income, Potrafke (2011a) finds a negative relation.
Partisan theory suggests that left-wing parties (e.g. social-democrats) increase total public spending on education, whereas right-wing parties (e.g. conservatives) make more intensive use of private alternatives. Left-wing parties that aim at maximizing redistribution usually receive their constituencies' support from working-class and low-income voters. By contrast, the electoral base of right-wing parties is typically located in the middle and upper income classes, who are interested in minimizing tax contributions (see e.g. Boix 1997; Busemeyer 2009 ). However, there is evidence that there are different incentives for parties to publicly spend money on different education levels. In an interesting study, Kauder and Potrafke (2013) use the introduction and subsequent incremental abolishment of tuition fees in some German federal states to examine how government ideology influenced the tuition fees policies. In line with partisan theory, they find that right-wing governments actively introduced tuition fees, whereas left-wing parties abolished existing tuition fees. By contrast, Jensen (2011) argues that left-wing governments do not increase total public spending on education because education can hardly be used for redistribution since access is universal for all income groups. In line with this argumentation, Oberndorfer and Steiner (2007) and Potrafke (2011b) find for Germany that social-democratic parties (left-wing) have admittedly increased public spending on primary and secondary schooling whereas there are relatively higher public expenditures on universities under conservative governments and conservative and social-democratic coalitions, respectively. As a possible explanation the authors argue that especially in Germany there is a comparatively low share of students with parents typically voting for left-wing parties. Since there is a rather small share of voters that profit from public expenditures in tertiary education there is little incentive for left-wing parties to increase public spending on universities.
In the second part of our analysis, we will follow the "education-spending"-literature and enlarge our analysis to include fiscal, political-economy and other factors as additional variables to explain the share of private contributions to higher education spending.
Data
The empirical analysis focuses on 22 OECD countries for the time period 2000-2010.
Unless otherwise stated, all data is taken from the Education at a Glance publications (OECD 2001 (OECD -2013 . A more detailed description of all variables and their sources is available in Tables A.1 and A.2 in the Appendix.
Expenditures on higher education
Our dependent variable is the private funding of tertiary education as a share of total, i.e. private and public, funding.
1 While in most OECD countries the public funding share still constitutes the dominant part of the investment in tertiary education, the role of private funding sources is becoming increasingly prominent. The change may also be due to rising tuition fees for non-EU students. In our regressions, we will control for the share of incoming students who can be discriminated against.
To correct for this, one of our control variables will be the total annual expenditure as a percentage of GDP. 
Student and graduate mobility
Our main independent variable refers to student migration. We use data on a country's share of immigrated foreign students among the total number of students. Data comes from the UNESCO-OECD-Eurostat (UOE) data collection on education statistics that provides online data on the number of students enrolled outside their country of birth or citizenship since 1998. The OECD provides the number of students that move from roughly 230 countries to individual OECD countries. A problem we face refers to the definition of the term foreign student. Until the year 2003 most countries reported the number of foreign students based on their citizenship. This definition not only encompasses students that solely migrate for education reasons, but also those who moved to another country before studying (e.g. for family reasons) without changing their citizenship. In 2004, the UOE agreed to only capture international students, who solely migrate for the purpose of education.
3 Because there is no data on international students before the year 2004 but data on non-citizen students, we will use data based on citizenship. However, in our sample there is a strong correlation (0.90) between the share of foreign students and the share of international students among the total number of students.
In order to get a first impression of the correlation between student mobility and the private funding share of higher education, Figure 2 displays data for our sample of 22 countries over the period of 10 years. The share of immigrated students is lagged by one year. The panel shows no clear correlation between the share of immigrated students and private funding of higher education. Share of immigrated students (t-1) Source: Own illustration based on OECD (2001) (2002) (2003) (2004) (2005) (2006) (2007) (2008) (2009) (2010) (2011) (2012) (2013) . Note: constant 21.33 (t-value 11.28), slope coefficient 0.32 (t-value 1.55).
As mentioned in Section 1, the more a country finances students via taxes paid by the national labor force the more it should be interested in the number of foreign students and on how likely it is that they will stay after graduation. So far there are studies which show that the propensity of migration is higher for those graduates who have migrated before (see, e.g. Parey and Waldinger 2011) as well as that there is a positive link between student immigration and the subsequent stock of tertiary educated foreign workers (see, e.g. Dreher and Poutvaara 2011; Felbermayr and Reczkowski 2014) . Unfortunately there is no data available on the number of foreign graduates that stay in the host country for work reasons. As a proxy for the stay rate we will use the private rate of return to higher education that equalizes the real costs of education during the period of study to the real subsequent gains from education when staying after graduation. In general the costs encompass tuition fees, foregone earnings net of taxes adjusted for the probability of being in employment minus the resources made available to students in the form of grants and loans (OECD 2013) . With this we will (similar to Beine et al. 2014 ) follow Bratsberg (1995) and Rosenzweig (2008) who show for foreign students in the US that they are less likely to stay in the host country if the return to education in the home country is higher than in the host country. Hence we proxy the economic attractiveness of a country for high skilled graduates by assuming that their decision on whether to stay or move is mainly based on wage incentives. Since we do not have data for each country in each year we have to take the average value as a constant for each country.
Further data
The empirical literature on the determinants of education spending guides our choice of further control variables. Since this literature usually concentrates on overall education we only use those fiscal, political and institutional variables which may be connected to tertiary education and which may explain the share of public and private contributions.
First we will control for tax revenue (excl. social security funds) as a percentage of GDP.
Since the source of the public funding share is mainly income tax revenue it seems plausible that with a comparably large tax revenue policymakers may be able to publicly fund education more extensively. On the contrary a relatively small tax revenue might reduce a government's ability to publicly finance tertiary education and instead induce a shift to more private-based funding. In line with this argumentation we also include GDP and the GDP growth rate in our regression.
4 As economies grow we expect policymakers to anticipate that they have more public funds available, hence, we expect a negative relationship between GDP (growth) and the share of private funding (Busemeyer 2007 ).
To observe changes in governmental policies regarding the private funding share of higher education we have to account for the fact that not all higher education institutions are funded from government sources. Therefore we include the number of students enrolled in independent private institutions among the total number of students enrolled in higher education institutions. The OECD (2013) defines an "independent" private institution as an institution that receives less than 50% of its core funding from government agencies.
Additionally, we control for the share of foreign students that could be asked to pay higher tuition fees than a country's domestic students. EU countries are free to charge higher tuition fees from non-EU students. For example in 2010, seven out of 17 EU countries charged higher tuition fees from non-EU students compared to domestic and other EU-students. The non-EU countries in our sample can discriminate against all international students. Whereas Norway does not charge fees from international students in public institutions, Australia, New Zealand, Japan and the United States charge higher tuition fees from all international students. 5 For our estimation we calculate the number of foreign students that can be discriminated against for the case that the country does indeed discriminate and relate it to the number of all foreign students .
Finally, we will pay attention to political-economy variables such as the ruling party's ideology or the demographic structure of the electorate. As stated in Section 2, there is voter's perspective, it's assumed that as a society ages, support for programs that target young people such as public education decreases. That is, because of the decreasing share of young people among the population demand for publicly funded education also decreases.
In order to control for this effect we include the share of people younger than 20 relative to the individuals aged 20 to 64 (young-age dependency ratio) among the population.
Estimation strategy
In order to evaluate the link between student and graduate mobility and the private funding share of higher education we use a panel of aggregated data of 22 OECD countries for the period 2000 to 2010. As we assume the private financing share to be determined by the share of foreign students and other variables, we lag the independent variables by one year. We estimate a mixed effects model with the following form:
5 Only students from New Zealand who study in Australia and students from Australia who study in New Zealand are eligible to apply for Commonwealth supported places (OECD 2012).
Private expenditures i,t = β 0 + β 1 Share of immigrated students i,t−1 t, "Share of immigrated students i,t−1 " denotes the share of immigrated students among the total number of students in country i in year t − 1, "Stay i " is a time-invariant proxy for the stay rate of foreign graduates constant for each country i and "X i,t−1 " denotes a set of control variables of country i in year t − 1 (e.g. the overall (public + private) expenditure as percentage of GDP 6 , tax revenue, GDP, GDP growth, the share of students enrolled in private universities and party composition of parliament). i,t is the normally distributed error term for country i in year t. ν t is a country-specific random effect.
There are three main reasons for estimating a mixed effects model: First, one of our main explanatory variables, the stay rate of graduates, is time-invariant. As the variable is of particular interest in the underlying theoretical framework of this paper we want to avoid losing this variable. Second, by controlling out higher-level variance we would forgo much information as for almost all of our variables the overall variation is mainly due to the variation between countries, not within (see Table A .2). 7 In a fixed effects model, we could only capture the (mostly) small part of the within variance. Third, the Hausman test suggests a country-specific random effect. 8 Nevertheless, we will provide the results of the respective fixed effects estimations (without the stay rate) -and also the random effects estimations -for comparison.
Results
The estimation results for the mixed effects models are presented first. The baseline estimations are followed by robustness checks that involve the inclusion of political economy controls, separate regressions for country groups as well as additional regression models that help to analyze the underlying causal relationship.
Benchmark regressions
The first set of estimations includes six models where we subsequently add control variables in order to see how the other coefficients respond (Table 1 ). The respective results for the fixed effects and random effects estimation can be found in Tables A.3 and A.4 in the Appendix. As we are aware of the possible endogeneity problem that arises from the loop of causality between the private financing share (dependent variable) and the share of immigrated students (independent variable), we will first cautiously interpret our regression results as correlations. In Section 5.3 we present some additional evidence which supports some causal interpretation.
Without adding any further control variables, the share of immigrated students correlates with the share of private expenditures of higher education statistically significantly on the 10%-level (column (1)). The coefficient of the stay rate of graduates is, however, insignificant. In columns (2) to (4) we subsequently add a country's tax revenue (excl. social security funds), GDP growth rate and GDP. With this, we find a statistically significant and positive correlation on the 1%-level between the share of immigrated students and the private share of higher education. This positive correlation may indicate that the larger the share of foreign students among the total number of students in a country the larger the private funding share. The coefficient of the stay rate remains insignificant.
Additionally the results indicate that a country's tax revenue is significantly and negatively linked to the private spending on higher education. Since the source of the public funding share is mainly income tax revenue it seems plausible that with a comparably large tax revenue a country has more financial scope to publicly fund education. Interestingly, GDP exerts a strong positive and significant influence on the private financing share of higher education which is in line with the findings of Tandberg (2010) who argues that countries might invest relatively more in other public areas as the economy grows. GDP growth, however, has no significant effect. In models (5) and (6), we add the share of students enrolled in independent private universities among all students enrolled as well as the share of foreign students that can be discriminated against.
9 The positive significant coefficient of the share of students enrolled in universities gives hints that our assumptions stated in Section 3.3 pertain. The larger the share of students enrolled in universities that receive less than 50% of their funding from the government, the larger a country's private funding share of higher education.
However, the share of students that can be discriminated against (non-EU students in EU countries, non-domestic students in non-EU countries) does not have a significant influence on the private funding share. Hence, we cannot support the hypothesis that the private funding share is large because there is a comparatively large share of students which can be asked to pay high private contributions.
Robustness checks

The role of political-economy variables
In Table 2 , we conduct robustness checks by, first, including political-economy variables.
Note that the statistically significant effect of the coefficient of the share of immigrated students is robust against these specification changes. In model (7) we add the percentage of parliamentary seats of right-wing parties among all governmental parties. We do not find any statistically significant relationship between party composition of national parliaments and the private funding share of higher education.
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Following the political-economy literature on intergenerational conflicts over the provision of education (see Section 2), we control for the share of people younger than 20 relative to a country's population aged 20 to 64 (see column (8)). From the negative effect, which is only significant at the 10%-level, we conclude that because of rather little demand for an increase in public spending private spending can be enlarged.
Country groups
As argued in Sections 1 and 2, we expect a country's private funding share to increase with the share of foreign students that can be expected to work abroad after graduation with high probability. An important factor that attracts students from abroad is the language spoken and used in university courses. In OECD countries, courses held in English may attract many foreign students due to the mere fact that students are likely to have learned English in their home country (OECD 2011). We would expect countries that offer courses in English to have a comparably larger share of immigrated students and are therefore more likely to be concerned with cost considerations. Share of immigrated students (t-1) Source: Own illustration based on OECD (2001) (2002) (2003) (2004) (2005) (2006) (2007) (2008) (2009) (2010) (2011) (2012) (2013) . Note: dashed line: constant 20.16 (t-value 5.23), slope coefficient 1.03 (t-value 3.14); solid line: constant -7.90 (t-value -1.61), slope coefficient 4.81 (t-value 5.58), slope coefficient (squared) -0.11 (t-value -3.63). Share of immigrated students (t-1) Source: Own illustration based on OECD (2001) (2002) (2003) (2004) (2005) (2006) (2007) (2008) (2009) (2010) (2011) (2012) (2013) . Note: constant 28.28 (t-value 15.65), slope coefficient -1.44 (t-value -5.68).
(b) Countries with few or no courses offered in English
Based on information on course languages provided by the OECD (2003-2013), we are able to divide our sample into two groups: The first group encompasses those countries that offer all or many of their courses in English. This group consists, naturally, of the Anglo-Saxon countries Australia, Ireland, New Zealand, the United Kingdom and the United States as well as the Nordic countries Sweden, Finland and Denmark plus the Netherlands. All other countries in our sample (Austria, Belgium, the Czech Republic, France, Germany, Iceland, Italy, Japan, Norway, Poland, Portugal, the Slovak Republic and Spain) offer only few or no courses in English.
11 Panels (a) and (b) in Figure 3 replicate Figure 2 highlighting these two groups. This gives a first hint that the correlation may be strongly driven by the group of countries that offer many or all courses in English.
We run model (9), which is our preferred specification, again separately for the group of countries that offer most or all courses in English and those that do not. However, one has to keep in mind that we now have comparatively small numbers of observations that may make our results less reliable.
The results for the countries that offer courses in English are displayed in model (10).
Since the plot in Figure 2 suggests an inverse u-shaped pattern we add the quadratic term of the share of immigrated student variable in model (11). The coefficient of the share of immigrated students is statistically significant at the 1%-level and positively related to the private funding share of higher education whereas the quadratic term of student immigration is negative and significant. It seems that countries that provide courses in English react to an increase in the share of immigrated students by an increase in the private share. But as the share of immigrated students reaches a certain threshold, the private funding share decreases.
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Contrary to these results, the countries that provide few or no courses in English do not seem to react to an increasing share of immigrant students with an increase in the private funding share (see model (12)). When interpreting the results, it should be taken into account that compared to the first group, the countries of this group are much more heterogeneous. While we control for some important factors, we likely miss other factors which might be particularly relevant for the bilateral or multilateral relations among (some) countries of this group. We do not consider, e.g., geographic or linguistic closeness nor the relative size of "close" countries and specific regulations.
The examples of France and Belgium (the Walloon region) as well as Germany and Austria serve to illustrate this. Both pairs of countries share a common language and common borders; one country is relatively larger, and in both cases, the smaller country found a non-monetary way to react to the relatively strong increase of students from the larger neighbor. In 2007, Austria and Belgium introduced a quota for medical students from abroad. In particular, German and French medical students move to Austria and Belgium because they do not meet the access requirements in their home countries. Those students are likely to return home after graduation and therefore place a heavy financial burden on the Austrian and Belgian taxpayers.
13 With the implementation of this regulation, the relative proportion of students that can be discriminated against increases. As this is a subject-specific discrimination, however, we cannot take this into account due to data limitations. At the same time, focusing on smaller, more homogeneous (sub-)groups leads to problems due to (too) small sample sizes. In general, the reliability of the estimates should be expected to be larger for the full sample.
Causality issues
Although we address causality to some extent by the use of lagged variables, as mentioned in Section 1, it might well be that it is not (only) student mobility that induces changes in tuition fee policies but (also) fees that induce changes in student mobility patterns. Even though causality is difficult to establish in this aggregated context, it may be possible to rule out some concerns about the interdependence between student mobility and the financing of higher education. In the following we propose two tests: First, we reverse the dependent and the independent variable, hence we test the effect of the private financing share (lagged by one year) on the share of immigrated students. We include a quality indicator to see whether high private contributions serve as a signal for high quality.
Second, we use an instrumental variable approach to deal with the endogeneity of our student immigration share.
13 Although the quota violates the principle of freedom of movement within the European Union, the European Commission decided not to institute legal proceedings against the two countries until the year 2016 (European Commission 2012b) to secure the functioning of the health-care system. (15) is the share of tertiary educated working-aged immigrants relative to a country's tertiary educated working-aged native population in the year 2000 (Docquier and Marfouk 2006) . The instrument in column (16) is the import rate of goods and services obtained from the OECD database. Standard errors in parentheses; *** p<0.01, ** p<0.05, * p<0.1. Variable description in Tables A.1 and A.2. Let us, again, consider the statistically significant positive effect of the share of immigrated students on the private financing share of higher education. With pure reverse causality, the positive coefficient in our estimation would indicate that international students are more likely to move to a country with higher tuition fees. If we assumed that individuals maximize their utility, hence, that costs of education are an important determinant of the migration decision, this is not very likely to be the explicit causality channel (Beine et al. 2014) . As a simple test of reverse causality we run regression model (9) again but now test the influence of the lagged private share on the share of immigrated students. Our results are displayed in model (13) in Table 3 . The positive significant relationship between the private financing share and the share of immigrated students persists. Hence, from a pure utility maximizing (cost-minimizing) point of view it is not very likely that the higher the private contributions in a country are, the more students this country can attract. This at least should hold if we consider the quality of higher education to be the same.
However, a plausible interpretation why students might move to countries with high tuition fees is that private contributions can serve as a signal for quality.
14 To account for this, we follow Beine et al. (2014) and use the average number of universities classified in the Shanghai top 500 ranking for each country relative to the total number of students. The
Shanghai ranking provides a ranking of the first 500 universities by country according to several indicators such as the number of scientific publications and their citations.
Although the criteria used for this ranking leave room for criticism, to our knowledge it seems to be the most suitable one for our research. Model (14) in Table 3 shows the quality control added to model (13). The coefficient of the private financing share remains positive and significant at the 5%-level after controlling for quality differences between countries' higher education systems.
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One concern is that it may be possible that students who move to countries that charge higher fees are only affected by part of the so-called private contributions. This is because they might be offered public support, such as grants, by which a country addresses issues of access and equality of opportunity. Unfortunately -due to a lack of data -we cannot test whether countries that increased their private contributions also enlarged public support available to students, which in turn, may attract students from abroad.
Our second approach to deal with the endogeneity of our independent variable is to run an instrumental variable regression (IV 2SLS). For this we need to instrument the share of immigrated students with a variable that is correlated with student immigration but uncorrelated with the private financing share of higher education. We propose two instruments here: For the choice of the first instrument, we follow to some extent Dreher and Poutvaara (2011) and Felbermayr and Reczkowski (2014) who show that there is a positive link between a country's inflow of students and subsequent immigration of skilled 14 Beine et al. (2014) indeed find support for a signaling effect but also for a direct positive impact of fees on enrollment. 15 We also included the quality variable in our preferred specification (9) with the private financing share as the dependent variable (which turned out to be positively significant at the 10%-level) and still obtained a positive significant relationship between the share of immigrated students and the private funding share.
workers to this country. Using the dataset of Docquier and Marfouk (2006) we calculate the share of tertiary educated working-aged immigrants relative to a country's tertiary educated working-aged native population in the year 2000. The results of the IV regression are reported in model (15) in Table 3 . They are in line with those of Tables 1 and 2 .
However, the F-test of the instrument excluded from the second stage is only 4.39 which can mainly be attributed to the fact that data is available for the years 1990 and 2000 only in the dataset of Docquier and Marfouk (2006) .
Our second instrument is the import rate of goods and services obtained from the OECD based on the idea that there is some substitution between a country's import of students and its import of goods and services. The F-test is now 15.04. The results of the IV regression can be found in model (16) in Table 3 . They are again in line with those of Tables 1 and 2 . Taking all the evidence together, the results suggest that the positive effect of student immigration on the financing of higher education is not due to reverse causality.
Conclusion
In this paper we have analyzed whether and how student mobility affects the governmental decision about the financial regime of higher education. Theoretical research suggests that in higher education systems that are partly tax-funded, a country's labor force might not be willing to subsidize the education of foreign students who can be expected to work abroad after graduation with high probability. Increasing student mobility and a comparably low stay rate of graduates may lead to a larger share of private contributions if a government aims at a sustainable financing system of higher education.
We estimate the effect of the student immigration share on the private financing share of higher education based on aggregated data of 22 OECD countries for the period 2000 to 2010. Since there are various additional factors that determine the financing of higher education we also include socio-economic, political and institutional determinants.
Regarding student immigration we find a significant positive reaction for the total sample:
The larger the share of foreign students among all students in a country, the more a country shifts to private-based funding. This result is also robust to changes in the specification but may be driven by some country groups. There is evidence that countries with all or many courses taught in English react to an increase in student immigration by increasing the private funding while the other OECD-countries in our sample seem not to react. But as the existing quotas on foreign medical students in Austria and Belgium clearly show, even some of those countries react (non-monetarily) to an increase in the share of immigrated students. Additionally we find that the private funding share of higher education increases with decreasing tax revenues, higher GDP and a larger share of students enrolled in private universities.
With our paper, we want to highlight the importance of more empirical research on the question how, in general, mobility affects policy choice. For the case of student mobility,
we have studied the impact on a country's political decision of an optimal, long-run sustainable financing scheme of higher education. In this context, the conclusion to be drawn is that research should not only focus on the determinants of student mobility but also on the fiscal consequences that may result from this.
16 One next step -complementing our analysis -could be to study the determinants of the private financing share with micro-level data. Not only would this permit the use of more control variables but also to include exact data on the amount of tuition fees paid by different student groups, data on the number of foreign graduates that stay and start working in the host country as well as data on grants and scholarships.
16 For a discussion of possible policy instruments to correct for the underprovision of higher education as a result of student and/or graduate mobility, see, e.g., Gérard and Uebelmesser (2014) and the literature cited there. Share of students enrolled in independent private universities (institution that receives less than 50 per cent of its core funding from government agencies) among all students enrolled in a country. 
Appendix
Share of discriminated students
Share of foreign students that can be discriminated against (that potentially pay higher tuition fees than domestic students) if countries do charge higher tuition fees. 
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